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1120 20th Street, N.W.
Washington, OC 20036
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August 19, 1999 EIVED
Ms. Magalie Roman Salas AUG 19 1999
Secretary FRDRA

Federal Communications Commission mwﬁ COMMISGIey.
445 Twelfth Street, S.W. " THE SECRETARY

Washington, D.C. 20554

RE: Ex Parte Presentation
CC Docket No. 96-45 — Universal Service/Proxy Cost Models
CC Docket No. 97-160 - Forward-Looking Cost Mechanism

Dear Ms. Salas:

On August 17, 1999, Richard Clarke of AT&T and John Donovan of Telecom Visions met with
Katie King, Bob Loube, Abdel Eqab, Bryan Clopton, Richard Kwiatkowski and Gene Fullano of the
Common Carrier Bureau. The purpose of this meeting was to summarize the views of AT&T and
MCI Worldcom as to the information provided in the Comments and Reply Comments filed in
response to the input values FNPRM. These views are summarized in the attached written
presentation. '

A diskette containing a spreadsheet describing AT&T and MCI Worldcom’s proposed
methodology for developing cable costs (presented in Exhibit A to AT&T and MCI Worldcom’s
FNPRM Comments) was given to the Commission staff. Also contained on this diskette is a
revised Switching and Interoffice Transport module and Wire Center expense module for use in
the Synthesis Model. The former incorporates a correction requested by GTE to ensure that fill
factors are applied to investments in standalone switches. The latter corrects a bug that prevented
results from being displayed correctly for study areas with fewer than 13 wire centers.

Two copies of this Notice are being submitted to the Secretary of the FCC in accordance
with Section 1.1206(a)(2) of the Commission's rules. A copy of the diskette is being provided to
ITS.

Sincerely,

Aok N, (ks

Richard N. Clarke Ay

Attachments
cc: Katie King Bob Loube
Abdel Eqab Bryan Clopton

Gene Fullano Richard Kwiatkowski
Sheryl Todd




I FNPRM Input Values Issues I

1. Platform issues Many of the ILEC complaints raised in the Comments and
Replies to the FNPRM deal with platform issues that already have been
decided by the Commission.

2. “Isolation” of AT&T and MCI Worldcom views? While some ILECs
have tried to characterize AT&T and MCIW positions as isolated from the
mainstream of ILEC thought, they frequently are in concert with views
expressed by ILECs.

3. National vs. ILEC holding company / state / study area-specific input
values There is no way for most ILEC-specific input values to be incentive-
compatible or verifiable — to say nothing of operational. Moral hazard
problems are already evident. There seems little public policy reason why
ILEC business economies reaped at the holding company level and
subsidized by ratepayer funds should be for the sole benefit of ILEC
stockholders and managers.

4. PNR geocode data The accuracy of these data have been more open to
verification than practically any other data offered in this proceeding. No
ILEC has offered any data that impeach the validity of the PNR data. Indeed,
ILECs have vouched for the accuracy of these data in other FCC proceedings.

5. PNR road surrogating It has been demonstrated both logically and
empirically that road surrogates artificially inflate calculated plant mileage.
A downwards adjustment to correct for this bias is appropriate.

6. Optimization The several optimization routines in the model are but a subset
of those known to and used by actual telephone engineers. This modest
amount of optimization assumed in the model should be mandatory for the
calculation of universal service subsidies.

7. Road factor Distances should be calculated based on right-angle routing
with a road factor of one.

8. Cable costs Loadings on top of materials’ costs should be accumulated in
the fashion in which they are incurred, i.e., gauge is largely based on relative
copper weight, splicing is based on relative pair count plus setup time,
engineering is based largely on number of feet and placing is based on
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number of feet and structure type. Backed in to, top-down loadings should be
rejected.

Plant mix Underground plant is not prevalent in either embedded or
forward-looking distribution networks. In any event, to the extent that
underground distribution runs exist, they are not so long as to require
intermediate manholes.

Structure sharing Underground sharing opportunities include both the
situation where a utility rents extra conduit space to other utilities as well as
situations where multiple utilities place conduit in a common trench.

Digital Loop Carrier ILEC contract information for GR-303 IDLC
confirms that HAI numbers are accurate, if not generous. Extra ILEC-
claimed costs appear to be associated with nonforward-looking UDLC
engineering or unwarranted additives.

Switching Depreciation/RUS data imply generous pricing of switching.
ILEC switch contract and affidavit prices support total per-line costs that are
close to just the variable portion of proposed switch costs. Equivalent line
issue generally supports lower prices. Backed in to, top-down loadings
should be rejected.

DLC line offset It generally is agreed that it is less expensive to terminate
lines on a DS1 interface rather than at the analog level. It also is agreed that
embedded percentages of IDLC are much less than are engineered by the
model. These cost efficiencies are a fundamental element of forward-looking
networks, and should be properly reflected.

Expenses One-time costs should be removed.

Depreciation Proposed figures are appropriate for the projection lives of
forward-looking networks engineered to supply efficiently universal service.
Proposals to shorten artificially these lives are unsupported empirically and
are logically inconsistent.

Equal life groups and tax normalization Incorporating these features
allows the model to reflect more closely the financial realities of telco
operations.




ATT/MCI WorlkdCom Copper Cable Granular Costing 817199
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Attachment A
DOCUMENT OFF-LINE
This page has been substituted for one of the following:

o An oversize page or document (such as a map) which was too
large to be scanned inte the ECFS system,

o Microfilm, microform, certain photographs or videotape.

¢ Other materials which, for one reason or ancther, could
not be scanned into the ECFS system.

The actual document, page(s) or materials may be reviewed by
contacting an Information Technician. Please note the applicable
docket or rulemaking number, document type and any other relevant
information about the document in order to ensure speedy retrieval by
the Information Technician.
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